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ExEcutivE Summary
Pricing for Revenue Enhancement 
in Asian and Pacific Region Hotels: 
T
his report explores pricing strategies for competitive hotels in 14 different Asian-Pacific countries. 
The research is based on comparing average percentage differences in occupancies, average daily 
rates (ADR), and revenue per available room (RevPAR) among competing high end hotels in 
local markets using data gathered monthly between 2001 and 2006. The results reveal that hotels 
that price below their competitive sets have lower RevPARs, but do not gain concomitant occupancy 
boosts. Hotels that charge a price premium have substantially higher RevPARs than their competitors, 
but  without substantial reductions in occupancy. Overall, occupancies remain stable while revenues 
go up or down depending on whether a hotel sets rates above or below those of its competitive set. This 
report presents an extension of two previous Cornell Hospitality Reports which found that U.S. hotels 
that discount relative to their competitive set have higher occupancy and lower RevPAR. Examining 
both U.S. and Asian data over the period of 2001 to 2006 showed that higher occupancies do not 
necessarily accompany the decision to discount prices, as they did for U.S. hotels in 2001 through 2003. 
The study explores the ASEAN, China, and Australian markets separately and finds similar patterns. 
By Linda Canina and Cathy A. Enz
A Study of Relative Pricing Strategies 
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cornELL hoSpitaLity rEport
Hotel operators around the world continually seek the best strategy to set their prices for profit. As part of this process, they need to determine whether even a 1-percent increase in price would cause their customers to stop purchasing their hotel rooms and send them to a competitor. They also need to consider whether a price discount 
by their most immediate competitor would cause customers to switch from their property to the other. 
In this paper we explore these issues in relation to the pricing behavior of competitors in Asia-Pacific 
markets from 2001 through 2006. Our goal is to better understand competitive or reference pricing 
using a sample of hotels from 14 different Asian-Pacific countries (e.g., Australia, China, India, 
Indonesia, and Japan). 
Pricing for Revenue Enhancements 
in Asian and Pacific Region Hotels: 
 
A Study of Relative Pricing Strategies 
 
By Linda Canina and Cathy A. Enz
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Reference pricing occurs when a hotel sets its prices 
with a keen eye on its competitors. Typically, the goal is to 
set prices at a level that enhances revenue by stimulating 
greater demand for the hotel’s products and services. Con-
sumers also engage in reference pricing when they compare 
the prices of two competing hotels or compare room prices 
over time. The industry’s application of revenue manage-
ment has swept away the antiquated notion of cost-plus 
pricing. The cost of mounting a service has little to do with a 
customer’s willingness to pay for that service; it only shapes 
the pricing floor or minimum necessary price. Customers 
don’t care about hotel costs; they care about their needs and 
wants. For this reason, customers are willing to pay a given 
price for a hotel on the basis of the value they expect to 
receive. For similar competitors (that is, those which offer 
comparable product quality, amenities, and location), price 
becomes part of the value equation. In a simple framework, 
value can be enhanced by lowering prices relative to com-
parable competitors. While incremental cost considerations 
are important to ensure revenue maximization, pricing that 
takes into consideration the strategies of other competitors 
is the focus of this study. To understand how hotel opera-
tors in the Asia and Pacific regions of the world create value 
through pricing, we will employ a reference pricing frame-
work that compares hotels to their direct competitors. 
To say that the Asia and the Pacific market is chang-
ing rapidly understates the case. As a result, it is important 
to understand the impact of competitive pricing on per-
formance in these markets, which have grown strongly in 
recent years. Although most large hotel companies (e.g., Ac-
cor, Hilton, InterContinental, Cendant, Starwood, Marriott, 
and Hyatt) have long had beachheads in the region, most are 
expanding their portfolio. Accor, for instance, plans to open 
hotels in more than eight countries in this region by 2008. 
For its part, China has an immense pipeline of new projects, 
with 316 four- and five-star hotel projects under develop-
ment by national and international hotel companies.1 All of 
this activity vastly complicates the competitive dynamics. 
1 Meeting News; 12/18/2006, Vol. 30 Issue 17, p. 1-16)
The Research Question 
The question of interest in this study is whether hotels that 
charge lower prices relative to their competitive set located 
in Asian and Pacific markets have relatively greater customer 
demand or occupancy than those competitors. Conversely, 
we wondered whether hotels that price higher than their 
direct competitors have comparatively lower occupancies. 
More to the point, we want to know the effects on revenue of 
a loss or gain in customer demand based on price. 
In our previous studies, in which we addressed these 
questions for the U.S. market, we discovered that hotels with 
higher prices relative to their competitive set recorded lower 
occupancy, as one might expect. But those properties also 
reported higher revenue per available room (RevPAR)—sug-
gesting that revenue is enhanced by holding rates constant 
when competitors are discounting or even by raising prices 
when competitors are holding the line. We did not repeal 
the law of supply and demand, however, for we found that a 
hotel’s demand dropped with rising prices. That occupancy 
drop, however, was more than offset by the relative increase 
in revenues. 
This report examines the relationship between pricing 
strategy and the average percentage difference in RevPAR 
and occupancy among higher-end hotel competitors located 
in the Asian and Pacific regions (principally, Australia, 
China, Indonesia, Singapore, and Thailand). 
The Study
The focus of this study is on individual hotels and their 
direct competitors in local markets. Data were provided by 
Smith Travel Research (STR), the recognized leader in hotel 
benchmarking, and The Bench, provider of online daily 
benchmarking data were made available to the research-
ers for this study.2 By arrangement with STR, we obtained 
monthly property-level data for the period of 2000 through 
2006. STR supplied data for those hotel properties in which 
2 This study was conducted in cooperation with The Center for Hospital-
ity Research at Cornell University and Smith Travel Research (STR). We 
gratefully acknowledge the assistance of STR and its alliance partner, The 
Bench, in providing the data used for this study.
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both property-level data and competitive-set information 
were available. 
Note that this data sample is small compared to STR’s 
U.S. sample, which is virtually a census of major properties. 
The Asian data set consists mainly of properties in the Asia’s 
luxury and upper-upscale market segments. Even though 
the sample is only 135 hotels, or a total of 613 hotel-years, 
we believe that our results are useful in providing a prelimi-
nary understanding of the relationship between comparative 
pricing strategy and performance in the Asia-Pacific region. 
The lack of hospitality research that focuses on markets 
outside of the U.S. is partially due to the lack of available 
data. However, as the Asian and Pacific lodging markets 
grow, the availability and importance of global data analysis 
will expand.
Competitive Sets
If pricing is to be a key variable in understanding revenue 
enhancement, it is essential that comparative hotels of-
fer similar value in the sense that customers get the same 
level of quality. If value is viewed as the ratio of quality to 
price, then comparisons must be made among competitors 
offering the most similar products within the same seg-
ment—and usually in the same geographical market as well. 
To ensure that our study captures the competitive pressures 
which accompany pricing activities, we compared a hotel’s 
pricing strategies to the strategies employed by the hotels in 
its competitive set. 
The competitive set is a key element of this study, for the 
following reasons. First, debate continues over the factors 
that affect industry-wide demand (occupancy). Because of 
the diversity of hotels in most markets, a refined analysis 
of competitive dynamics is necessary. Second, hotels are 
strongly affected by the pricing actions and counteractions 
of their direct competitors—the essence of reference pricing. 
If local competing hotels drop their rates, owners and opera-
tors often feel pressure to drop their own prices so that they 
maintain parity with their competitive set and avoid losing 
demand share. We believe that by analyzing each hotel’s per-
formance against that of its individually selected competitive 
set of hotels (generally between six and ten geographically 
proximate properties), we can more closely specify the 
effects of pricing actions on performance under equivalent 
market conditions.
Property Level Data
Using annualized, that is, aggregated, monthly property-
level data each year, 2000 through 2006, we document the 
relationship between the relative-pricing strategies of hotels 
to their occupancy and RevPAR performance. More specifi-
cally, we explore what happens to the percentage difference 
in annual RevPAR for a hotel relative to its competitive set 
and to the percentage difference in annual occupancy when 
a hotel increases or decreases its own annual average daily 
rate (ADR) compared to the annual ADR of its competi-
tive set. The data consist of room revenue, rooms sold, and 
rooms available for the hotel in question and for each hotel’s 
competitive set. We analyzed both RevPAR and occupancy 
because increased revenues are (or should be) more impor-
tant than the number of rooms occupied. We calculated the 
percentage difference for each hotel and its competitive set 
for both annual occupancy and RevPAR. For example, the 
percentage difference in RevPAR is computed as the annual 
RevPAR of the hotel less the annual RevPAR of the competi-
tive set divided by the annual RevPAR of the competitive 
set, and then multiplied by 100 (to express the number as a 
percentage). 
We analyzed pricing strategies annually rather than 
monthly to avoid pricing irregularities that may have oc-
curred in a particular month that are not representative of 
the properties’ overall pricing strategies. Thus, we aggregated 
STR’s monthly rooms data to compute annual ADR, annual 
RevPAR, and annual occupancy for each property and its 
competitive set. All data were provided in U.S. dollars and 
adjusted for inflation to 2006 dollars using the consumer 
price index (CPI) obtained from the U.S. Bureau of the 
Census.
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It is important to note that this study is about the 
relationship between relative rate differences and relative 
revenue differences. Hence, the data analysis presented here 
does not permit conclusions about causality. 
The percentage difference in ADR (relative to that of 
the hotel’s competitive set) was used as the basis for mak-
ing comparisons among the pricing strategies of hotels. The 
pricing strategy of a given hotel in a given year was catego-
rized into one of 11 groups based on the percentage differ-
ence in ADR. These pricing-strategy groups ranged from a 
category of 25 percent lower than the competitive set to a 
group that priced 35 percent higher. For example, if the hotel 
in question had an annual ADR of $50.00, and the annual 
ADR of the competitive set was $60.00, the percentage dif-
ference would be -16.7 percent ([($50.00 -$60.00)/$60.00] 
x 100). This hotel would thus be in the group of properties 
that price 15 to 25 percent lower than competitors. After 
grouping hotels according to their pricing strategies (that is, 
the percentage difference above or below the ADRs of their 
competitive set), we calculated the percentage difference 
between each hotel and its competitive set for both annual 
occupancy and RevPAR. 
Legitimate Competitors
It is essential to compare “true” competitors in a valid 
pricing study to account for variations in revenue 
capabilities. Nominally competitive hotels offer various 
combinations of quality or differ in their management skill—
resulting in substantially different revenue patterns. Even if 
hotels define themselves as being in similar market segments, 
we do not consider them to be true competitors if they do 
not have similar revenue-generating histories. Hotels with 
substantially different revenue histories most likely are not 
true competitors. 
Although adjacent properties do compete in one 
sense—an arriving guest might equally walk into one or the 
other—it is comparable performance that defines competi-
tive sets for our purposes. Certainly a hotel’s management 
will include some properties in the competitive set because 
the properties are in close proximity, even though they 
are not comparable in performance. If we include these 
mismatched geographical competitors, our data might be 
corrupted by performance differences that are not due to 
pricing. Accordingly, the study relies on the designated 
competitive sets provided to Smith Travel Research, which 
requires a minimum of four properties to generate competi-
tive-set reports. Properties with fewer than three competi-
tors were omitted for want of a competitive set. 
To ensure that the sample of hotels contained only le-
gitimate competitors we excluded performance outliers from 
the data sample. Performance outliers are those properties 
in which the percentage difference in annual RevPAR for the 
preceding year exceeded one standard deviation from zero 
in absolute value. That is, a hotel was included in the sample 
in the year 2003 if the percentage difference in its RevPAR 
relative to its competitive set was within one standard devia-
tion of zero in the year 2002. As a result, we can be sure that 
it is possible for each of the hotels included in the sample 
to obtain RevPAR similar to that of its competitive set. We 
can then conclude that the results of RevPAR or occupancy 
changes are due to differences in pricing strategies and not 
to performance outliers. For a more detailed explanation of 
the exact procedure used to eliminate outliers see our paper 
addressing U.S. markets.3 Elimination of performance outli-
ers resulted in the final data sample for 2001 through 2006. 
To review, the key variables of interest in this study are 
the percentage difference in the annual average daily rate 
(ADR), the percentage difference in annual revenue per 
available room (RevPAR), and the percentage difference in 
annual occupancy. The data summarized in this report are 
the mean percentage differences in RevPAR and occupancy 
for each hotel as compared to its competitive set, at various 
levels of percentage price differences. Finally, as we ex-
plained, hotels that are not true competitors were eliminated 
from investigation to ensure the validity of the results. 
3 Enz, Cathy A., Linda Canina, and Mark Lomanno “Why Discounting 
Doesn’t work: The Dynamics of Rising Occupancy and Falling Revenue 
among Competitors”, Cornell Hospitality Report, Vol. 4, No. 7 (August 
2004).
Charging a premium price 
improved a hotel’s RevPAR 
relative to its competitors.
10	 The	Center	for	Hospitality	Research	•	Cornell	University	
The Findings
Looking at the descriptive statistics for the countries as a 
whole revealed substantial absolute differences in hotel oc-
cupancy and RevPAR among the countries that we studied. 
The sample showed relatively wide disparities from country 
to country for average ADR but less so for average occupancy. 
ADR ranged from $72.44 in the Philippines to $374.74 in Ja-
pan (see Exhibit 1). The occupancy averages range from 52.13 
percent in Indonesia to 77.09 percent in Japan. In twelve out 
of the fourteen countries the sample hotels achieved average 
occupancies of at least 60 percent. Average hotel occupancies 
in eight of the countries studied exceeded 70 percent. 
Not surprisingly given its high ADR, Japan has by far 
the highest average RevPAR ($288.19), while the next highest 
RevPAR levels were found in hotels in China ($137.36). The 
country with the lowest RevPAR average was Indonesia, at 
$43.79. Overall, Japanese hotel operators had the highest 
average RevPAR, occupancy, and ADRs, and Indonesian 
hotels had the lowest average RevPAR and average occupancy, 
and the second lowest average ADRs. The Philippines had the 
lowest average ADR. 
Pricing and Performance
The initial analysis examined all hotels for the entire time 
period, with the results shown in Exhibit 2. Overall, for 
hotels that dropped their price relative to their competitive 
set, occupancies dropped slightly, rising only in the instance 
of a deep discount of over 10 percent. In contrast RevPARs 
fell substantially and systematically more for hotels that 
dropped prices compared to their competition. 
Price Discounting
As shown in Exhibit 2, relative occupancies did not 
substantially fluctuate with changes in relative price. The 
maximum occupancy advantage over the competitive set 
was obtained by those hotels that maintained compara-
tive ADRs l0 to 15 percent lower than competitors. Hotels 
with ADRs this much lower than those of the competitive 
set achieved occupancies 3.35 percent higher than those of 
their competitors. While, the hotels that had ADRs 15 to 
25 percent lower than their competitors only achieved 1.20 
percent higher occupancies. If discounting was designed 
to steal market share, it was not particularly successful 
for the upscale hotels we studied. To the contrary, modest 
price discounts actually resulted in occupancy declines. The 
strategy of increasing market share through price discount-
ing worked only for those groups of hotels that offered 
relatively deep discounts. However, the magnitude of the 
gain in occupancy did not match the extent of discounting, 
and hotels that discounted by less than 10 percent did not 
gain market share at all. 
Needless to say, the desire to spur increased demand 
by lowering prices did not translate into increased revenue 
for the discounting hotels in this study. Hotels that chose 
to drop their prices relative to their competitors actually 
Exhibit 1
Summary statistics 
 
                 
   number            
  number of hotel-   aDr   occupancy   revpar
country of hotels years mean minimum maximum mean minimum maximum mean minimum maximum
                 
Australia 17 96 $136.31 $71.68 $210.24 71.84% 47.15% 88.77% $97.54 $47.87 $156.74
China 29 121 183.87 58.92 394.40 73.98% 38.67% 96.30% 137.36 24.18 343.90
Guam 3 13 155.94 99.63 195.47 62.51% 53.22% 84.49% 97.85 55.94 133.27
India 7 24 127.87 76.65 244.93 72.94% 43.83% 96.72% 95.42 38.96 196.93
Indonesia 20 82 83.00 32.15 189.75 52.13% 26.88% 81.42% 43.79 13.81 130.03
Japan 7 29 374.74 258.79 561.69 77.09% 53.97% 93.76% 288.19 184.67 412.80
South Korea 5 24 207.11 167.78 294.16 67.78% 37.45% 82.17% 137.40 99.85 191.21
Malaysia 7 36 80.82 53.44 137.61 68.18% 47.80% 82.40% 55.69 30.75 109.31
Palau 1 5 180.81 171.12 192.43 64.34% 60.31% 69.91% 116.29 106.42 124.27
Philippines 4 20 72.44 46.75 97.52 70.09% 51.28% 84.27% 51.03 23.97 68.68
Singapore 13 65 137.99 75.93 446.95 73.39% 49.87% 94.54% 101.12 49.75 299.79
Thailand 15 73 125.15 58.39 211.44 70.16% 40.58% 86.51% 87.11 33.47 157.89
Taiwan 3 14 145.93 94.28 194.28 73.28% 58.73% 84.19% 107.21 73.74 163.56
Vietnam 4 11 94.60 49.14 165.29 54.03% 34.53% 80.13% 50.98 20.58 96.58
                       
total 135 613 $146.04 $32.15 $561.69 68.91% 26.88% 96.72% $103.41 $13.81 $412.80
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Exhibit 2: 
RevPAR and Occupancy Percentage Differences
Asian and Pacific Regions
-20.00
-15.00
-10.00
-5.00
0.00
5.00
10.00
15.00
20.00
25.00
30.00
Percentage Difference in ADR
Percentage Difference from the Competitive Set
Percentage Difference in RevPAR
Percentage Difference in Occupancy
Percentage Difference in RevPAR -17.31 -9.08 -8.28 -6.08 -1.47 0.34 5.51 6.52 8.87 16.25 24.94
Percentage Difference in Occupancy 1.20 3.35 -0.84 -2.43 -0.35 -0.54 1.96 -0.84 -3.07 -2.04 -3.94
15 - 25% 10 - 15% 5 - 10% 2 - 5% 0 - 2% 0 - 2% 2 - 5% 5 - 10% 10 - 15% 15 - 25% 25 - 35% 
Lower Higher
experienced the lowest comparative RevPARs. For instance, 
the hotels with prices 10 to 15 percent below the competi-
tion reported annual RevPARs that were 9.08 percent below 
those of competitors, even though they saw occupancies 3.35 
percent above those of their competitors. In sum, the goal 
of a slight increase in occupancy was achieved only by steep 
price cutting, with the consequence of lower RevPARs. 
Price Premiums
By contrast, we confirmed that charging a premium price 
improved relative RevPAR. Hotels that raised their prices 
compared to their competitors experienced higher RevPARs, 
again as shown in Exhibit 2. The maximum RevPAR 
advantage over the competitive set was obtained by those 
hotels that had the highest comparative ADRs. For example, 
hotels that had ADRs 25 to 35 percent higher than those of 
their competitive set experienced RevPARs averaging 24.94 
percent higher. Although charging higher rates resulted in 
higher revenues, increased rates did not result in substan-
tially lower occupancies for these hotels. Contrary to what 
one might expect, hotels that priced 2 to 5 percent above 
the competition reported annual occupancies that were 1.96 
percent above those of competitors. We suspect that this 
result may indicate the benefit for upscale hotels of signaling 
value (in the form of higher quality for the price paid) by 
offering a higher price and thereby spurring demand.
Stable Occupancies Despite Rate Differentials
Occupancy (demand) for hotels in our study remained 
essentially stable regardless of competitors’ pricing strategy. 
As depicted in Exhibit 2, the percentage difference in the oc-
cupancy line is relatively flat, indicating few dramatic shifts 
in market share. Note that the magnitude of the percentage 
change in occupancy is quite low even for large percentage 
differences in ADR. The modest occupancy gains experi-
enced by deep discounters appear to be accompanied by 
substantially lower RevPAR performance. Hotels that priced 
substantially higher than their competition, on the other 
hand, experienced occupancy losses that were offset by their 
relatively higher ADR to yield the highest RevPAR levels.
Demand for hotel rooms in the Asian markets we 
studied appears to have been insensitive to reference pricing 
during the time of our study, based on our reading of the 
graph of the percentage difference in occupancy. If guests 
were price sensitive, the graph would vary to show that lower 
relative prices would result in higher relative occupancy, 
and that higher relative prices would result in lower relative 
occupancy. In this study, competitors who adopted differ-
Exhibit 2
revpar and occupancy percentag  differen es for upscale asian hotels
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RevPAR Rises with Price
As a general rule, RevPAR performance is driven by the ho-
tel management’s pricing strategies. In this instance, hotels 
that kept their prices higher than those of their competitive 
set enjoyed relatively higher revenue. For this sample, we 
found that the higher the price difference, the higher the 
revenue difference. Hotels that reduced their prices rela-
tive to their competitive set experienced a consistent loss 
in RevPAR. The lower the price for these hotels, the greater 
the percentage difference in RevPAR. As we said earlier, the 
maximum RevPAR performance benefit was obtained by ho-
tels with ADRs between 25 to 35 percent above those of their 
competitive set. Hotels with these extremely high (relative) 
prices experienced a higher comparative RevPAR, namely, 
24.94 percent higher than that of their competitors. 
Pricing Strategies Compared
Our previous investigations into hotel pricing strategy in 
United States markets found that hotels that dropped their 
prices gained occupancy compared to their competitors, but 
lost RevPAR, while hotels that raised their prices relative to 
ent pricing strategies neither stimulated nor diminished 
customer demand through their efforts. 
This result may mean that the results of this study can-
not be generalized to other markets, where relative demand 
seems to shift as prices change. We did not find higher rela-
tive occupancy until hotels set their prices at least 10 percent 
below their competition. Furthermore, the percentage gain 
in occupancy of 1.20 percent for the group of hotels that 
price 15 to 25 percent below their competition was less than 
the gain in occupancy for hotels that priced 10 to 15 percent 
below their competition. Then there is the matter of the rela-
tive occupancy gain of 1.96 percent obtained by hotels that 
priced 2 to 5 percent above their competitors. In summary, 
we found no pattern of fluctuation between pricing and oc-
cupancy levels in the Asian markets that we studied. Accord-
ingly, we conclude that pricing strategies did not operate as a 
substantial influence in rooms demand for this tier of hotels. 
It may be that higher prices help stimulate demand among 
consumers, or that higher priced luxury hotels do a good job 
of pricing to attract a particular type of consumer, an inter-
pretation of our results that we will discuss in the conclusion 
of this report. 
Exhibit 3:  RevPAR and Occupancy Percentage Differences
U.S. and Asian and Pacific Regions
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their competitive set saw occupancies fall but reaped higher 
RevPARs. That is, the pattern in U.S. studies clearly sug-
gested that a drop in price would yield an occupancy benefit. 
In contrast, this study suggests that the Asian markets we 
studied do not follow the same pattern of rising occupancy 
accompanying falling prices. On the other hand, we did find 
a pattern regarding RevPAR performance similar to that 
reported in previous studies of the U.S. markets. Because our 
earlier findings in the U.S. market followed a period of time 
when hotel demand had dropped following the September 
11th  attacks, and discounting was used to stimulate occu-
pancy, we gathered additional data in the U.S. to make more 
meaningful comparisons with our more recent Asian data.
The result of the pattern comparison is shown in Exhibit 
3, which depicts the percentage difference in occupancy and 
RevPAR for both U.S. and Asian-Pacific upscale hotels. To 
accomplish this end, we drew STR data from a comparable 
segment of luxury and upper-upscale hotels in the U.S. for 
the same six years of the Asian study. Note that the previous 
U.S. study focused on all market segments, not just luxury 
properties, and did not cover the years 2005 or 2006. This 
time we updated U.S. sample for this study to make a valid 
comparison with the Asian-Pacific data. 
Price-Sensitive Demand
The occupancy graph for the U.S. hotels again shows that 
occupancy increases as ADR decreases, and the magnitude 
of the percentage difference in occupancy decreases as the 
magnitude of the percentage in ADR increases. For example, 
for those hotels that discount by 15 to 25 percent below their 
competitors, the average percentage difference in occupancy 
is 5.20 percent, while those that discount only 2 to 5 percent 
below their competitors, have a smaller occupancy benefit of 
only 2.13 percent above competitors. In the U.S. sample the 
pattern of lower prices and rising occupancy is systematic, 
and the strategy of dropping prices consistently resulted in 
occupancy gains. In the U.S., hotels that priced at a premium 
of at least 10 percent above their competitors experienced 
drops in occupancy. These results demonstrate the extent to 
which overall consumer demand in the U.S. market is sensi-
tive to fluctuations in price. 
In contrast, occupancy in Asian-Pacific regions does 
not follow the same pattern of correspondence with rising 
and falling prices. Unlike the U.S. markets, discounting in 
Asia-Pacific hotels did not consistently lead to higher market 
share. The largest positive percentage difference in occupan-
cy of 3.35 percent occurs for hotels that discount between 10 
and 15 percent relative to their competition. Then, as we said 
above, the next largest positive difference in the Asian-Pa-
cific market, 1.96 percent occupancy gain, occurs for hotels 
that charge a relative price premium of 2 to 5 percent. In 
the U.S. market the largest positive percentage difference 
in occupancy (5.20 percent) occurs for hotels that discount 
steeply (15 to 25 percent) while the second largest occu-
pancy difference (3.31 percent) is for the 10 to 15 percent 
discount group. 
A similar result is found for the largest negative percent-
age differences in occupancy: the largest negative percentage 
difference in occupancy for the Asian-Pacific market, -3.94 
percent, exists for hotels that charge 25 to 35 percent above 
their competitors; followed by -2.43 percent, for hotels 
that discount by 2 to 5 percent below their competition. A 
relative loss in market share occurred for Asian hotels that 
followed a premium pricing strategy and also for those that 
followed a discounting strategy. The corresponding results 
for the U.S. market present a contrast, as the two high-
est premium pricing groups show the largest and second 
largest negative percentage difference in occupancy for 
the U.S. markets. U.S hotels that charge between 25 and 35 
percent above their competitors and those that charge 15 to 
25 percent above their competitors lost the most in terms of 
relative occupancy. The percentage difference in occupancy 
is -7.66 percent for the highest-rate group and -3.53 percent 
for the next-highest group. U.S. hotels that charged a price 
premium above 10 percent lost market share, while those 
that discounted gained market share consistently.
Pricing for Revenue Gain
Although hotel managers do pay considerable attention to 
occupancy percentages, they most seek to improve their 
revenue picture. Our studies seem clear on this point. Hotels 
with the highest RevPARs compared to their competitors 
priced above those competitors in both Asian and U.S. mar-
kets. Looking again at Exhibit 3, hotels with higher ADRs 
also have higher RevPARs. Relative RevPAR performance 
declines when prices are below the competition and im-
proves when a hotel’s prices are above those of competitors. 
In the U.S. markets, hotels that discount by 15 to 25 percent 
relative to the competition have the worst comparative 
RevPAR performance. 
In contrast, revenue benefits are produced for hotels 
that price 25 to 35 percent above their competitors. The 
same pattern is found in the Asian-Pacific markets, but the 
magnitude of the percentage difference in RevPAR is greater 
in the Asian-Pacific market than in the U.S. market. This 
effect is particularly noticeable for hotels with compara-
tive prices that are substantially higher or lower than those 
of competitors. For example, the group of U.S. hotels that 
discounts by 15 to 25 percent below its competitors has a 
percentage difference in RevPAR of -14.20 percent, while the 
hotel discounters at that same level in Asia suffered a -17.31 
percent difference in RevPAR. For premium pricing hotels 
that maintain ADRs at between 25 and 35 percent above 
their competitors, the corresponding RevPAR gains are 
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strategy of discounting, on the other hand, is designed to 
convey a benefit of extra value. To get a simple idea of the 
overall effects of these two pricing strategies we consolidated 
the various pricing (ADR) categories into two groups—
namely, premium pricing and discount pricing. As indicated 
by their labels, the premium pricing group is defined as 
those hotels that price above their competitors, and the dis-
counting group is defined as those that price below. The re-
19.63 percent in the U.S., and 24.94 percent in Asian-Pacific 
markets. 
Premium and Discount Pricing Strategies
Ironically, both premium pricing and discount pricing are 
intended to convey a message of benefits to consumers. 
Premium pricing, on the one hand, is meant to convey the 
benefit of superior service or to suggest superior quality. A 
Exhibit 5:  RevPAR Percentage Differences
ASEAN, Australia and China
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ASEAN RevPAR -8.67 -9.29 -6.66 -1.65 1.61 3.49 5.63 9.14 17.43
Australia RevPAR -6.91 -7.68 -7.32 -3.84 -0.11 8.89 10.45 8.96 15.04
China RevPAR -9.64 -7.64 -3.34 0.21 -1.00 6.72 4.57 12.62 18.79
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Exhibit 4
average percentage difference in revpar and occupancy by pricing strategy
       
  premium pricing Discount pricing
  average percentage Difference average percentage Difference
market revpar occupancy revpar occupancy
           
Asian and Pacific Markets 12.28 -1.38  -8.66 0.31
           
ASEAN Countries 13.71 -0.90  -9.07 0.03
           
Australia 9.34 -0.54  -7.84 -0.50
           
China 9.04 -1.57  -8.05 2.09
           
United States 8.10 0.22 -3.41 2.50
Exhibit 5
revpar and occupancy percentage differences for aSEan, australian, and chinese hotels
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sults of this comparison are shown in Exhibit 4. On average 
Asian-Pacific hotels that discount gain in occupancy but only 
slightly, by a mere 0.31 percent but they lose relative RevPAR 
performance by over 8 percent. The Asian hotels that charge 
a premium achieve a RevPAR gain of 12.28 percent above 
their competitors at a cost of a mere 1.38 relative percentage 
loss in occupancy. Thus, we see that price discounting did 
not achieve significant gains in occupancy but did result in 
significant relative performance losses. 
Our examination of the U.S. markets shows that dis-
counting in the U.S. means higher occupancy gains and low-
er RevPAR losses than it does in Asia. In addition, a strategy 
of premium pricing results in a smaller RevPAR gain than 
does this strategy in Asia. In short, hotels in the Asian-Pacif-
ic region benefit more from premium pricing than do hotels 
in the U.S. (although both benefit). In addition, Asian hotels 
experience greater negative RevPAR and smaller occupancy 
benefits from discounting than do hotels in the U.S.
Country Level Pricing Strategies in Asia
Not all parts of Asia have similar market dynamics, and 
for that reason our final analysis explores specific regions 
and countries separately. To determine whether particular 
pricing strategies exist in different countries, we analyzed 
the results separately for most of the ASEAN countries as a 
group, plus Australia and China. Data were available for the 
following ASEAN nations: Indonesia, Malaysia, Philippines, 
Singapore, Thailand, and Vietnam. (We could not acquire 
data from Brunei Darussalam, Cambodia, or Laos, though 
these are also considered ASEAN countries.) We could not 
include hotels in Guam, Japan, India, South Korea, Palau, 
and Taiwan because the sample size was too small from each 
of these countries (refer again to Exhibit 1). 
The comparative results for the ASEAN group, Austra-
lia, and China are shown in Exhibits 5 and 6. The patterns 
in the three graphs of both the percentage difference in 
occupancy and RevPAR are similar. When examining the 
results shown in Exhibit 5 for the two pricing strategy 
groups (i.e., discounting and premium pricing), the relative 
Exhibit 6:  Occupancy Percentage Differences
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show that those hotels which dropped their relative prices 
did not capture market share as consistently as they did in 
the U.S. For hotels that held fast to their price structure, even 
when it was higher than that of their competitors, we found 
a RevPAR benefit. These results also held when we analyzed 
individual Asian countries and regions. 
The most interesting and notable difference between 
our previous U.S. study of pricing and this research is the 
impact of relative room rates on occupancy levels. It appears 
that consumers who purchase hotels in the Asian markets 
we studied are less motivated by discount prices and may 
actually rely on price to signal quality.4 This effect may be 
particularly strong in the luxury segment. For this prelimi-
nary look at pricing it appears that consumers in Asia are 
less price sensitive than those in the U.S. If price is now used 
in Asia to convey quality and value, it will be interesting to 
see whether that phenomenon changes as more interna-
tional brands enter Asian markets and domestic travel grows 
in key Asian countries. The importance of price as a signal of 
product consistency or social status may guide hotel manag-
ers as they set and experiment with revenue management. 
Returning to the issues raised at the beginning of this 
report, it appears that keeping prices strong compared to 
competitors will not cause customers to change luxury hotel 
purchases in Asia. This does suggest that efforts to create 
value are best focused on product, process, and service 
innovations (rather than price reductions). Second, when 
the most immediate competitor drops its price it does not 
appear to cause customers to switch. While careful revenue 
management is necessary, luxury hoteliers are encouraged to 
keep their prices strong and seek ways to differentiate. n
4 Note that luxury segments have a tendency to be less price sensitive 
than other market segments. Future research will examine other market 
segments. 
advantage in RevPAR performance for the premium pricing 
category is largest for the ASEAN group of countries (13.71 
percent), followed by Australia (9.34 percent), and then 
by China (9.04 percent). When discounting, the ASEAN 
group of countries also exhibited the worst relative RevPAR 
performance (-9.07 percent), and this was followed by China 
(-8.05 percent) and by Australia (-7.84 percent). Regarding 
occupancy, the effect of pricing strategy on occupancy was 
the strongest for China. For the group of hotels in China that 
followed a discounting strategy their occupancy gain was 
2.09 percent, but for the hotels that charged a price premium 
there was a 1.57 percent loss in occupancy. The magnitude 
of these values is greater than the occupancy changes for the 
ASEAN and Australian markets. 
Conclusion
Asian hotels cannot steal market share by discounting, ac-
cording to these data. Regardless of whether they achieved 
gains or losses in relative occupancy, hotels that discounted 
recorded the smallest relative RevPAR. In contrast, those 
that priced the most above the competitive set lost occupan-
cy, but gained the most in RevPAR. Interestingly, hotels that 
priced 2 to 5 percent above their competitors achieved both 
greater occupancy and RevPAR. 
Perhaps it is time to lay to rest the idea that discounting 
room rates is a way to “steal market share” at the high end 
of the hotel market. What we found in Asia is that discount-
ing does little to fill rooms, and it has the disadvantage of 
reducing RevPAR regardless of occupancy outcomes. Even if 
discounting does fill rooms, as was evident in our U.S. stud-
ies, our results for Asia and Pacific hotels are consistent with 
previous U.S.-based studies in which we found that hotels 
in direct competition make more money when they have 
comparatively higher prices and do not undercut competi-
tors by discounting rates to fill rooms. The data from Asia 
Cornell	Hospitality	Report	•	February	2008	•	www.chr.cornell.edu			 1
Cornell Hospitality Reports
Index
www.chr.cornell.edu
2008 Reports
Vol. 8, No. 2  Restoring Workplace 
Communication Networks after 
Downsizing: The Effects of Time 
on Information Flow and Turnover 
Intentions, by Alex Susskind, Ph.D.
 Vol. 8, No. 1  A Consumer’s View of 
Restaurant Reservation Policies,  
by Sheryl E. Kimes, Ph.D.
2007 Reports
Vol. 7, No. 17  Travel Packaging: An 
Internet Frontier, by William J. Carroll, 
Ph.D., Robert J. Kwortnik, Ph.D., and 
Norman L. Rose
 Vol. 7, No. 16 Customer Satisfaction 
with Seating Policies in Casual-dining 
Restaurants, by Sheryl Kimes, Ph.D., and 
Jochen Wirtz
Vol. 7, No. 15 The Truth about Integrity 
Tests: The Validity and Utility of Integrity 
Testing for the Hospitality Industry, 
by Michael Sturman, Ph.D., and David 
Sherwyn, J.D.
Vol. 7, No. 14 Why Trust Matters in Top 
Management Teams: Keeping Conflict 
Constructive, by Tony Simons, Ph.D., and 
Randall Peterson, Ph.D.
Vol. 7, No. 13 Segmenting Hotel 
Customers Based on the Technology 
Readiness Index, by Rohit Verma, Ph.D., 
Liana Victorino, Kate Karniouchina, and 
Julie Feickert
Vol. 7, No. 12 Examining the Effects of 
Full-Spectrum Lighting in a Restaurant, 
by Stephani K.A. Robson and Sheryl E. 
Kimes, Ph.D.
Vol. 7, No. 11 Short-term Liquidity 
Measures for Restaurant Firms: Static 
Measures Don’t Tell the Full Story, by 
Linda Canina, Ph.D., and Steven Carvell, 
Ph.D.
Vol. 7, No. 10 Data-driven Ethics: 
Exploring Customer Privacy in the 
Information Era, by Erica L Wagner, 
Ph.D., and Olga Kupriyanova
Vol. 7, No. 9 Compendium 2007
Vol. 7, No. 8 The Effects of Organizational 
Standards and Support Functions on 
Guest Service and Guest Satisfaction in 
Restaurants, by Alex M. Susskind, Ph.D., 
K. Michele Kacmar, Ph.D., and Carl P. 
Borchgrevink, Ph.D.
Vol. 7, No. 7 Restaurant Capacity 
Effectiveness: Leaving Money on the 
Tables, by Gary M. Thompson, Ph.D.
Vol. 7, No. 6  Card-checks and Neutrality 
Agreements: How Hotel Unions Staged 
a Comeback in 2006, by David Sherwyn, 
J.D., and Zev J. Eigen, J.D.
Vol. 7, No. 5  Enhancing Formal 
Interpersonal Skills Training through 
Post-Training Supplements, by Michael J. 
Tews, Ph.D., and J. Bruce Tracey, Ph.D.
Vol. 7, No. 4 Brand Segmentation in 
the Hotel and Cruise Industries: Fact or 
Fiction?, by Michael Lynn, Ph.D.
Vol. 7, No. 3 The Effects on Perceived 
Restaurant Expensiveness of Tipping 
and Its Alternatives, by Shuo Wang and 
Michael Lynn, Ph.D.
Vol. 7, No. 2 Unlocking the Secrets of 
Customers’ Choices, by Rohit Verma, 
Ph.D.
Vol. 7, No. 1 The Mixed Motive Instruction 
in Employment Discrimination Cases:  
What Employers Need to Know,
by David Sherwyn, J.D., Steven Carvell, 
Ph.D., and Joseph Baumgarten, J.D.
2007 Hospitality Tools
CHR Tool 10 Workforce Staffing 
Optimizer, by Gary M. Thompson, Ph.D.
CHR Tool 9 Developing Hospitality 
Managers’ Intercultural Communication 
Abilities: The Cocktail Party Simulation, 
by Daphne Jameson, Ph.D.
2006 Reports
Vol. 6, No. 15 The Cost of Employee 
Turnover: When the Devil Is in the 
Details, by J. Bruce Tracey, Ph.D., and 
Timothy R. Hinkin, Ph.D.
Vol. 6, No. 14 An Examination of 
Guest Complaints and Complaint 
Communication Channels: The Medium 
Does Matter!, by Alex M. Susskind, Ph.D.
Vol. 6, No. 13 Using Your Pay System to 
Improve Employees’ Performance: How 
You Pay Makes a Difference, by Michael C. 
Sturman, Ph.D.
Vol. 6, No. 12 Competitive Destination 
Planning: The Case of Costa Rica, by 
Zhaoping Liu, Sara Lo, Paula Vasconcellos, 
Judy A. Siguaw, D.B.A., and Cathy A. Enz, 
Ph.D.
Vol. 6, No. 11 A New Method for 
Measuring Housekeeping Performance 
Consistency, by Michael C. Sturman, 
Ph.D.
Vol. 6, No. 10 Intellectual Capital: A Key 
Driver of Hotel Performance, by Linda 
Canina, Ph.D., Cathy A. Enz, Ph.D., and 
Kate Walsh, Ph.D.
Vol. 6, No. 9 Mandatory Arbitration: 
Why Alternative Dispute Resolution 
May Be the Most Equitable Way to 
Resolve Discrimination Claims, by David 
Sherwyn, J.D.
continued overleaf
Cornell Short Courses and Certifications for Hotel Industry Professionals:
The General Managers Program
Tackle strategic hotel management issues and find 
relevant, specific solutions. Work with a global network
of managers and top Cornell faculty in an intensive
learning experience.
Ten-day programs are held on the Cornell University
campus in Ithaca, New York in January and June and at
the Cornell Nanyang Institute in Singapore in July-August.
The Online Path
Available year-round, choose individual courses or 
combine courses to earn one of six Cornell Certificates.
Interact with an expert instructor and a cohort of your
peers to develop knowledge, and to effectively apply
that knowledge in your organization.
TheProfessional Development Program
Study and share experiences with peers from around the world
in these intensive hospitality management seminars led by
Cornell faculty and industry experts. 
Intensive three-day courses are held on the Cornell University
campus in Ithaca, New York in June-July; in Brussels, Belgium
in June and at the Cornell Nanyang Institute in Singapore in
January and July-August.
The Contract Programs
Programs delivered by Cornell faculty for your company. Many
hotel and foodservice management topics available, both “off
the shelf” and custom developed to your needs and delivered
to your management team on the Cornell campus or anywhere
in the world.
Complete program information and applications online:
www.hotelschool.cornell.edu/execed/chr
PHONE: +1 607 255 4919   EMAIL: exec_ed_hotel@cornell.edu
Anheuser-Busch
ExecEdPathAd_chr-2c_ƒ.qxd  12/7/06  9:15 AM  Page 1
Vol. 6, No. 8 Revenue Management in 
U.S. Hotels: 2001–2005, by Linda Canina, 
Ph.D., and Cathy A. Enz, Ph.D.
Vol. 6, No. 7 The Strategic Value of 
Information: A Manager’s Guide to 
Profiting from Information Systems, by 
Gabriele Piccoli, Ph.D., and Paolo Torchio
Vol. 6, No. 6 Development and Use of a 
Web-based Tool to Measure the Costs of 
Employee Turnover: Preliminary Findings,
by Timothy R. Hinkin, Ph.D.,  and J. Bruce 
Tracey, Ph.D.
Vol. 6, No. 5 Tipping and Its Alternatives: 
A Comparison of Tipping, Service 
Charges, and Service-inclusive Pricing, 
by Michael Lynn, Ph.D. 
Vol. 6, No. 4 An Examination of Internet 
Intermediaries and Hotel Loyalty 
Programs: How Will Guests Get their 
Points?, by Bill Carroll, Ph.D., and Judy A. 
Siguaw, D.B.A 
Vol. 6, No. 3 Compendium 2006
Vol. 6, No. 2 Why Discounting Still 
Doesn’t Work: A Hotel Pricing Update, 
by Linda Canina, Ph.D. and Cathy A. Enz, 
Ph.D.
Vol. 6, No. 1 Race Differences in Tipping: 
Questions and Answers for the Restaurant 
Industry, by Michael Lynn, Ph.D.
2006 Hospitality Tools
CHR Tool 8  A Comprehensive Guide to 
Merchandising Bed and Breakfast Inns, by 
William J. Carroll, Ph.D., Betsy Gomez, 
Anna Huen, Pamela Lanier, and Iris Lui
CHR Tool 7  A Picture Is Worth a 
Thousand Words: Using Photo-Elicitation 
to Solicit Hotel Guest Feedback, by 
Madeleine Pullman, Ph.D., and Stephani 
Robson
2006 Industry Perspectives
Industry Perspectives 1  The Power 
of Personal Service: Why It Matters • 
What Makes It Possible • How It Creates 
Competitive Advantage, by Barbara M. 
Talbott, Ph.D.
2005 Reports
Vol. 5, No. 13 Eight Rules for Competing 
in Hotel Real Estate Markets, by John 
Corgel, Ph.D.
Vol. 5, No. 12 Biting Off More Than They 
Can Chew: Unfulfilled Development 
Commitments in International Master 
Franchising Ventures, by Arturs Kalnins, 
Ph.D.
Vol. 5, No. 11 The Agglomeration 
Conundrum: How Co-location Helps 
Some Hotels and Hurts Others, by Cathy 
A. Enz, Ph.D., Linda Canina, Ph.D., and 
Jeffrey Harrison, Ph.D.
Vol. 5, No. 10 Low-price Guarantees:  
How Hotel Companies Can Get It Right, 
by Steven A. Carvell, Ph.D., and  
Daniel C. Quan, Ph.D.
Vol. 5, No. 9 Dining Duration and  
Customer Satisfaction, by Breffni Noone, 
Ph.D. and Sheryl E. Kimes, Ph.D.
Vol. 5, No. 8 Quantifying Impact: 
The Effect of New Hotels and Brand 
Conversions on Revenues of Existing 
Hotels, by Arturs Kalnins, Ph.D.
Vol. 5, No. 7 Best-available-rate Pricing at 
Hotels: A Study of Customer Perceptions 
and Reactions, by Kristin V. Rohlfs and 
Sheryl E. Kimes, Ph.D.
Vol. 5, No. 6 An Examination of Revenue 
Management in Relation to Hotels’ Pricing 
Strategies, by Cathy A. Enz, Ph.D. and 
Linda Canina, Ph.D.
Vol. 5, No. 5 Information System Design: 
A Systematic Way to Analyze IT in Your 
Business, by Erica L. Wagner, Ph.D., 
Gabriele Piccoli, Ph.D., and Sharon 
Louthen.
Vol. 5, No. 4 Perceived Fairness of 
Restaurant Waitlist-management Policies, 
by Kelly A. McGuire and Sheryl E. Kimes, 
Ph.D.
Vol. 5, No. 3 Compendium 2005  
Vol. 5, No. 2 Why Customers Shop 
Around: A Comparison of Hotel Room 
Rates and Availability across Booking 
Channels, by Gary M. Thompson, Ph.D., 
and Alexandra Failmezger
Vol. 5, No. 1 Retaining Management  
Talent: What Hospitality Professionals 
Want from Their Jobs, by Masako S. Taylor 
and Kate Walsh, Ph.D.
2004 Reports
Vol. 4, No. 9 Making IT Matter: A 
Manager’s Guide to Creating and 
Sustaining Competitive Advantage with 
Information Systems, by Gabriele Piccoli, 
Ph.D.
Vol. 4, No. 7 Why Discounting Doesn’t 
Work: The Dynamics of Rising Occupancy 
and Falling Revenue among Competitors, 
by Cathy A. Enz, Ph.D., Linda Canina, 
Ph.D., and Mark Lomanno
Vol. 4, No. 6 Workforce Scheduling:  
A Guide for the Hospitality Industry, by 
Gary M. Thompson, Ph.D.
Vol. 4, No. 5 Increasing Servers’ Tips, by 
W. Michael Lynn, Ph.D.
Vol. 4, No. 4 Hotel Managers’ Perceptions 
of the Blackout of ’03, by Robert J. 
Kwortnik, Ph.D.
Vol. 4, No. 3 Compendium 2004
Vol. 4, No. 2 Restaurant Revenue 
Management, by Sheryl Kimes, Ph.D.
Vol. 4, No. 1 Understanding Switchers and 
Stayers in the Lodging Industry, by Iselin 
Skogland and Judy Siguaw, Ph.D.
2003 Reports
Vol. 3, No. 5 Evolution in Electronic 
Distribution: Effects on Hotels and 
Intermediaries, by Bill Carroll, Ph.D. and 
Judy Siguaw, Ph.D.
Vol. 3, No. 4 Key Issues of Concern for 
Food-service Managers, by Cathy A. Enz, 
Ph.D.
Cornell Hospitality Reports Index
Cornell Short Courses and Certifications for Hotel Industry Professionals:
The General Managers Program
Tackle strategic hotel management issues and find 
relevant, specific solutions. Work with a global network
of managers and top Cornell faculty in an intensive
learning experience.
Ten-day programs are held on the Cornell University
campus in Ithaca, New York in January and June and at
the Cornell Nanyang Institute in Singapore in July-August.
The Online Path
Available year-round, choose individual courses or 
combine courses to earn one of six Cornell Certificates.
Interact with an expert instructor and a cohort of your
peers to develop knowledge, and to effectively apply
that knowledge in your organization.
TheProfessional Development Program
Study and share experiences with peers from around the world
in these intensive hospitality management seminars led by
Cornell faculty and industry experts. 
Intensive three-day courses are held on the Cornell University
campus in Ithaca, New York in June-July; in Brussels, Belgium
in June and at the Cornell Nanyang Institute in Singapore in
January and July-August.
The Contract Programs
Programs delivered by Cornell faculty for your company. Many
hotel and foodservice management topics available, both “off
the shelf” and custom developed to your needs and delivered
to your management team on the Cornell campus or anywhere
in the world.
Complete program information and applications online:
www.hotelschool.cornell.edu/execed/chr
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